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SUBJECT: COUNTERVAILING DUTIES ON NON-RUBBER FOOTWEAR 
REFS: (A)STATE 207458; (B)BUENOS AIRES 7077 

1. TREASURY DOES NOT REPEAT NOT PROPOSE THAT GOA ELIMINATE 
ENTIRE 30 PERCENT REIMBOLSO FOR FOOTWEAR EXPORTS BUT ONLY 
THAT PORTION OF REIMBOLSO WHICH REPRESENTS BOUNTY OR GRANT 
WITHIN MEANING OF COUNTERVAILING DUTY LAW. IN AUGUST DIS- 
CUSSIONS IN BUENOS AIRES, TREASURY EXPERTS EXPLAINED THAT 
15 PERCENT OF REIMBOLSO CLEARLY REPRESENTED BOUNTY OR GRANT. 
GOA CONTENDED REMAINING 15 PERCENT REPRESENTS REBATE OF 
INDIRECT TAXES NOT COUNTER VAILABLE UNDER U.S. LAW. WITHOUT 
FURTHER CLARIFICATION OF MATERIAL SUBMITTED BY GOA MID- 
SEPTEMBER, TREASURY WILL FIND IT DIFFICULT TO CALCULATE 
LIMITED OFFICIAL USE 
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EXACT AMOUNT OF REMAINING 15 PERCENT REBATE NOT COUNTER- 
VAILABLE. THUS EXACT LEVEL OF BOUNTY OR GRANT CANNOT BE 
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DETERMINED WITHOUT FURTHER TECHNICAL DISCUSSIONS WITH GOA. 

2. TREASURY EXPLAINED TO GOA IN AUGUST THAT IN "COLOMBIAN 
SOLUTION" EXPORT SUBSIDY WAS REDUCED BY FULL AMOUNT OF 
BOUNTY OR GRANT AND MONEY PLACED IN FUND WHICH DID NOT BENE- 
FIT FLOWER GROWERS DIRECTLY OR INDIRECTLY. IN ARGENTINE 
CASES, ANY FUND ESTABLISHED FOR LEATHER INDUSTRY WOULD HAVE 
TO EXCLUDE BENEFITS TO SHOE EXPORTERS TO BE ACCEPTABLE. 

GOA PROPOSAL ESTABLISHES FUND WHICH WOULD (A) MODERNIZE 
INDUSTRIAL PLANT AND EQUIPMENT, AND (B) INCORPORATE NEW 

QUALITY CONTROL TECHNIQUES. THESE TWO FUNCTIONS, AS WELL 
AS OTHERS IN PROPOSAL, WOULD APPEAR TO BENEFIT SHOE 
EXPORTERS. FURTHER POINT-BY-POINT ANALYSIS OF PROPOSAL 
SHOULD AWAIT MEETING WITH GOA EXPERTS IN WASHINGTON. 

3. TREASURY HAS COMPLETED PRELIMINARY ANALYSIS OF ARGEN- 

TINE DATA. THIS ANALYSIS RAISED PROBLEMS DESCRIBED IN 
REFTEL (A). TREASURY IS UNDER PRESSURE TO ACT QUICKLY IN 
CASE (REFTEL A, PARA. 2C). MEETING IN WASHINGTON WOULD 
PROVIDE OPPORTUNITY TO CLARIFY OR MODIFY GOA PROPOSALS. 
SPECIFICALLY, GOA EXPERTS COULD (1) FURTHER EXPLAIN APPLI 
CATION OF ARGENTINE TAX LAW AND (2) DISCUSS WITH TREASURY 
IN DETAIL PROPOSED FUNCTIONS FOR SPECIAL FUND FOR LEATHER 
INDUSTRY. - - 

4. EMBASSY IS REQUESTED TO AGAIN URGE GOA TO SEND EXPERTS 
TO WASHINGTON THIS WEEK TO REVIEW SITUATION. INGERSOLL 
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